
March 14, 30 1 

Docket Control 
Arizona Corporation Commission 
1200 W. Washington 
Phoenix, Arizona 85007-2929 

. .  1 
> .  

RE: Application for Certificate of Public Convenience and Necessity Metropolitan 
Telecommunications of Arizona, Inc., d/b/a MetTel (Docket No. T-03991A-01- 
0125 

As required by the Commission, enclosed for filing in association with the above 
referenced application for Certificate of Public Convenience and Necessity, are the 
originals and ten (10) copies of the Affidavit of Publication, Manhattan 
Telecommunication's, parent company of the Applicant, financials as well as an 
Attestation relative to financial backing. 

Please date stamp the enclosed copy of this letter and return to us in the self-addressed 
stamped envelope provided. 

Should you need any additional information or have questions, please contact Terri 
Firestein at 301 -842-1437. 

Marj Kid$tt 
Regulatok Specialist 

Enclosure 

CALVERT METRO BUILDING * 681 1 KENILWORTH AVENUE - S U I T E  302 . RIVERDALE,  MARYLAND 20737 
PHONE 301-699-5300 * FAX 301-699-5080 



AFFIDAVIT OF PUBLICATION 

THE ARIZONA REPUBLIC 

COUNTY OF MARICOPA 
STATE OF ARIZONA 

TOM BIANCO, being first duly sworn, upon oath deposes 
and says: That he is the legal advertising manager of the 
Arizona Business Gazette, a newspaper of general 
circulation in the county of Maricopa, State of Arizona, 
published at Phoenix, Arizona, by Phoenix Newspapers Inc., 
which also publishes The Arizona Republic, and that the 
copy hereto attached is a true copy of the advertisement 
published in the said paper on the dates as indicated. 

The Arizona Republic 

March 6,2001 

Sworn to before me this 
7 day of 
March A.D. 2001 
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Report of Independent ACCQIIII~IU& 

To the Board of Directors and Stockholders of 
Manhattan Telecommunications Corporation and Subsidiaries: 

In our opinion, the accompanying consolidated balance sheets and the related consolidated 
statements of operations, stockholders’ equity and cash flows present fairly, in all material 
respects, the financial position of Manhattan Telecommunications Corporation and its 
subsidiaries at December 31, 1999 and 1998, and the results of its operations and its cash 
flows for each of the three years in the period ended December 3 1,1999 in confiormity with 
accounting principles generally accepted in the United States. These financial statements are 
the responsibility of the Company’s management; our responsibility is to express an opinion 
on these financial statements based on our audits. We conducted our audits of these 
statements in accordance with auditing standards generally accepted in the United States, 
which require that we plan and perform the audits to obtain reasonable assurance about 
whether the financial statements are fkee of material misstatement. An audit includes 
examining, on a test basis, evidence supporting the amounts and disclosures in the financial 
statements, assessing the accounting principles used and significant estimates made by 
management, and evaluating the overall financial statement presentation. We believe that 
our audits provide a reasonable basis for the opinion expressed above. 

June 9,2000, except as to the second sentence of paragraph 6 
of Note 4, for which the date is June 26,2000 



- . Manhattan Ts!acommunica%jsns Corpsration and Subsidjarie, 3 
Csnsolle'datsd Balance Sheets 
as of December 31, 

1998 
Assets 

Current assets 
Cash and cash equivalents 
Accounts receivable, less allowance of 

Prepaid and other current assets 
$1,974,179 and 202,862, respectively 

Total current assets 

Fixed assets, net 
Defmed debt issuance costs, net 
Other assets 

Total assets 

Liabilities and Stockholders' (deficit) equity 

Current liabilities 
Accounts payable and accrued expenses 
Capital lease obligations, current portion 
Operating taxes payable 
Debt Snancing fees payable, current portion 
Deferred rent payable, current portion 

Total current liabilities 

Capital lease obligations, net of current portion 
Debt financmg fees payable, net of current portion 
Deferred rent payable, net of current portion 
Notes payable 

Total liabilities 

Redeemable warrant 

Commitments and contingencies 

StockhoIders' equity (deficit) 
Common stock - no par value, 2,500 shares authorized, issued 

and outstanding 
Additional paid-m capital 
Accumulated deficit 

Total liabilities and stockholders' equity 

$ 2,387,223 $ 160,347 

4,954,213 1,692,223 
65.127 52 

7,406,563 1,852,622 

1,563,909 540,117 
9,185,535 - 
350.034 1 11.834 

$ 18,506.041 $ 2.504.573 

$ 4,711,463 $ 2,601,053 
231,051 35,040 

2,547,874 347,260 
197,500 - 
30.229 - 

7.71 8.1 17 2.983.353 

1 10,077 41,134 
197,500 - 
79,392 - 

6.000.000 646.970 
14.105.086 3.6'21.457 

151,193 - 

- - 
10,392,495 1,253,619 
(6.142.733r (2.420.503) 
4.249.762 (1.166.8841 

$ 18,506,041 $ 2,504,573 

The accompanying notes are an integral part of these financial statements 



- . Manhatian Tefecommunieatjons Corporation and Subsidiaries 4 
Consolidated SkitmmtS of Operations 
For fhe years ended December 31, 

19991998 1997 

Revenues 

Operating costs and expenses 
Cost of revenues 
Selling, general and administrative 
Depreciation and amortizatioIl 

Total operating cost and expenses . 

Loss from operations 

Other expense 
Interest expenses 
other 

Net Ioss 

!S 24,478,133 $ 5,414,276 !S 45,341 

15,075,014 3,806,560 66,704 
11,486,197 2,968,093 821,627 
360.60 4 32.333 10.608 

26.92 1.81 5 6.806.986 898.939 

(2,443,682) (1,392,710) (853,598) 

1,243,288 71,618 - 
35,260 

I The accompanying notes are an integral part of these financial statements 



Balance at January 1,1997 

Contriiution by stockholders 

Redistribution of common stock, net 

Net loss 

Balance at December 31,1997 

Contriiution by stockholders 

Redisttiiution of common stock, net 

Net loss 

Balance at December 31,1998 

Redistriiution of common stock, net 

Issuance of wanants in connection 
with debt issuance 

Accretion of redeemable warrants 

Net loss 

Balance at December 31,1999 

Common Stock Additional Accumulated 
shires Amount Paid-in Capital Deficit T o t a I  

2,500 - $ 50,000 $ (102,577) $ (52,577) 

- - 760,664 760,664 

6,636 6,636 - - - 
- ._ - - (853,598) (853,598) 

2.500 817,300 (956,175) (138,875) 

- 394,29 1 - 394,291 

- - - 42,028 

- - - (1,464,328) ( 1,464,328) 

42,028 

- 2,500 1,253,619 (2,420,503) (1,166,884) 

- - - (740) (740) 

- - 9,290,809 - 9,290,809 

- - (15 1 , 193) - (15 1,193) 

- - - (3,722,230) , (3,722,230) 

2,500 $ 10,392,495 $ (6,142.733) $ 4,249,762 

The accompanying notes are an integral part of these financial statements 



Manhattan Tekcommuraicatisns Corporation and Subsidiaries 6 
Consolidatad Statements of Cash Flows 
For the years ended December 31, 

Cash flows from operating activities 
Net loss 
Adjustments to reconcile net income to net cash 

used in operating activities 
Bad debt expense 
Depreciation and amortization 
Amortization of debt issuance costs 
Noncash compensation 
Loss on disposal of fixed assets . 

Changes in assets and liabilities affecting 
operating cash flows 

Accounts receivable 
Prepaid expenses and other current assets 
Other assets 
Accounts payable and accrued expenses 
Operating taxes payable 
Deferred rent payable 
Other liabilities 

$ (3,722,230) $ (1,464,328) $ (853,595) 

2,605,000 
372,598 
682,006 

(740) 
35,260 

750,000 
32,333 

42,028 
- 
- 

- 
12,141 

6,636 
- 

(5,866,989) 
(65,075) 
(238,201) 
2,110,4 10 
2,200,614 
109,621 

- 

(2,396,5 1 5) 
228 

(3 1,544) 
2,273,858 
337,090 - 

- 

(45,709) 

(80,288) 
28 1,3 19 
10,170 

(280) 

- 
(24,000) 

Net cash used in operating activities 
~~~ ~ 

(1.777.726) (456.850) (693.609) 

Cash flows used in investing activity 
Purchases of fixed assets (1,43 1,650) (494,174) (78,119) 

Net cash used in investing activity (1.431.650) (494.174) (78.1 19) 

Cash ffows from financing activities 
Proceeds from notes payable 
Repayment of notes payable 
Deferred debt issuance costs 
Repayment of capital lease obligation 
Proceeds from capital contributions 

8,740,000 2,550,000 
(3,386,970) (1,903,030) - 

~ (181,732) - - 
264,954 76,174 - 

- 

- 394,29 1 760,664 

5.436.252 1.117.435 760.664 Net cash provided by financing activities 

2,226,876 166,411 (1 1,064) Net increase (decrease) in cash and cash equivalents 

Cash and cash equivalents at beginning of period 160,347 (6,064) 5,000 

$ 2,387,223 $ 160,347 $ (6.0641 Cash and cash equivalents at end of period 

Supplemental disclosure of cash flow information 
Cash paid for interest $ 573,484 $ 69,984 $ - 

Noncash investing activity 
Acquisition of equipment under capital leases $ 459,681 $ 117,025 $ 

The accompanying notes are an integral part of these financial statements 
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I Notes to Consolidated Financial Statements 

1. Description of Business 
I 

Manhattan Telecommunications Corporation, doing business as Metropolitan 
Telecommunications, also known as MetTel (the “Company7), is a licensed competitive local 
exchange carrier (“CLEC”) whose principal business consists of providing a complete line of 
local, long distance, internet and data services to businesses and residences located in New York 
State. The Company was incorporated in April 1996 under the laws of the state of Delaware. 
The consolidated financial statements mcIude the accounts of the Company and its currently 
inactive subsidiaries. 

2. Summary of Significant Accounting Policies 

Cash equivalents 
The Company considers all highly liquid investments purchased with an initial maturity of 90 
days or less to be cash equivalents. The Company maintains its cash balances in highly rated 
financial institutions. At times, such cash balances may exceed federally insurable limits. 

Revenue recognition 
Revenue is recognized in the period in which the service is provided. All costs related to services 
provided are expensed as incurred. Unbilled revenue included in accounts receivable represents 
revenue for earned services which will be billed in the subsequent month and totalled $1,278,514 
and $423,190 as of December 31,1999 and 1998, respectively. 

Fair value of fjinancial instrtments 
Statement of Financial Accounting Standard (“SFAS”) No. 107 “Disclosure about Fair Value of 
Financial Instnunents,” requires disclosure of fair value about certain financial instmments, 
whether or not reported on the balance sheet The Company’s financial instruments include cash, 
accounts receivable and accounts payable which are carried at cost that approximates fair value 
because of the short term nature of these instruments. 

The carrying value of *e Company’s borrowings under ib line of credit and credit facility 
agreement approximate fair value as the interest rate is the Company’s available market interest 
rate. 

Use of estimates 
The preparation of the financial statements in con for mi^ with generally accepted accounting 
principles requires management to make estimates and assumptions that effect the reported 
mounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of 
the financial statements and the reported amounts of revenues and expenses during the reporting 
period. Actual results codd differ fiom those estimates. Changes in such estimates could affect 
amounts reported in future periods. Estimates are used when accounting for the dowance for 
doubtfbl accounts, fixed asset depreciable lives, and the deferred tax valuation allowance, among 
0theI.S. - _  



Manhattan Tekcommusaications Corporation and Subsidiaries 8 
Notes to Consolidated Financial Statements 

Fixed Assets 
Depreciation is calculated using the straight-line method over the estimated useful lives of the 
related asset, generally three to five years. Amortization of leasehold improvements is provided 
over the straight-line method over the shorter of the estimated useful life or the lease term. The 
costs of additions and betterments are capitalized, and repairs and maintenance costs are charged 
to operations in the periods incurred. 

, 

Software Development Costs 
Certain costs incurred in the development of internal we software are capitalized in accordance 
with the Statement of Position (“SOP”’) 98-1, “Accounting for the Costs of Computer Software 
Developed or Obtained for Internal Use” and are amortized over their usem fife of 3 years. 

Lon@ived assets 
The Company reviews for the impairment of long-lived assets whenever events or circumstances 
indicate that the carrying amount of an asset may not be recoverable. An impairment loss would 
be recognized when estimated, undiscounted, future cash flows expected to r e d t  from the use of 
the asset and its eventual disposition is less than its carrying amount, If such assets are 
considered impaired, the amount of the impairment loss recognized is measured as the amount by 
which the carrying value of the asset exceeds the fair value of the asset. To date, the Company 
has identified no such impairment losses. 

Significant Risks and Uncertainties 
The Company has experienced net operating losses and negative cash flow since its inception. To 
date, the Company has funded its operations with capital contributions and external financing 
through debt issuance. The Company’s growth anticipates substantial capital expenditures. The 
Company’s ability to fund these expenditures will be dependent upon the Company raising 
additional financing. Failure to raise sufticient capital could compel the Company to delay or 
modify some of its expansion plans and/or capital expenditures. However, management believes - 

that the Company’s current cash resources and credit facility together with expected revenue 
growth will be sufEcient to fund the Company’s operations for the next twelve months. 

The Company is dependent on Bell Atlantic as sole provider of the local telecommunications 
service which the Company provides to its customers. Accordingly, a negative impact on the 
operations of Bell Atlantic could adversely affect the Company. 

Advertising costs 
The Company expenses the costs of advertising in the period in which the costs are incurred. 
Advertising expenses were $49,761, $10,367 and $1,509 for the years ended December 31,1999, 
1998 and 1997, respectively. 

Income taxes 
The Company recognizes deferred taxes by the asset and liability method of accounting for 
income taxes. Under. the asset and liability method, deferred income taxes are recognized for 
differences between the financial statement and tax basis of assets and liabilities at enacted 
statutory tax rates in effect for thi years in which the differences are expected to reverse. The 
effect on deferred taxes of a change in tax rates is recognized in income in the period that 
includes the enactment date. In addition, valuation allowances are established when necessary to 
reduce deferred tax assets to the amounts expected to be realized. 
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Comprehensive Income 
In June 1997, the Financial Accounting Standards Board issued SFAS No. 130, “Reporting 
Comprehensive Income”. This statment requires companies to classify items of their 
comprehensive income by their nature in the financial statements and display the accumulated 
balance of other comprehensive income separately fiom retained earnings and additional paid-in 
capital in the equity section of a statement of financial position. SFAS No. 130 is effective for 
financial statements issued for fiscal years beginning after December 15, 1997. The Company 
adopted SFAS No. 130 in fiscal year 1998. There was no difference between net income and 
comprehensive income for the years ended December 3 1,1999 and 1998. 

Segment Reporting 
In June 1997, the FASB issued SFAS No. 13 1, “Disclosures about Segments of an Enterprise and 
Related Information”, which established standards for reporting infoimation about operating 
segments in annual financial statements. It also establishes standards for related disclosures about 
products and services, geographic areas and major customers. SFAS No. 131 was adopted by the 
Company in fiscal year 1998. Adoption of SFAS No. 131 had no impact on the Company’s 
results of operations, h c i a l  position or cash flow as the Company operates only in the landline 
telecommunications segment. 

Recent Accounting Pronouncements 
In June 1998, the FASB issued SFAS No. 133, “Accounting for Derivatives and Hedging 
Activities” (“SFAS 133’7, which establishes accounting and reporting standards for derivative 
instruments, including certain derivative instruments embedded in other contracts, (collectively 
referred to as derivatives) and for hedging activities. SFAS No. 133 is effective for all fiscal 
quarters of fiscal years beginning after June 15, 2000. The Company does not expect the 
adoption of this statement to have a si&icant impact on the Company’s results of operations, 
cash flow or financial position. 

In December 1999, the Staff of the Securities and Exchange Commission released Staff 
Accounting BulletinNo. 101 (“SAB lOl”), “Revenue Recognition”. SAB 101 provides guidance 
On the recognition, presentation and disclosure of revenue in financial statements. The Company 
is in the process of determining the effects of the additional guidance provided by SAB 101 on 
the Company’s financial statements. 

3. FixedAssets 
Fixed assets consist of the following: 

December 3 1 

Computer equipment 
Furniture and fixtures 
Leasehold improvements 

1999 1998 
$ 622,658 $ 238,496 

198,839 19,206 
124,561 36,489 
948,933 2881867 

583,058 
Less: accumulated depreciation and amortization (331,082) (42,94 1) 
TotaI net fixed assets $ 1,563,909 $ 540,117 

Capitalized software costs - 
1,894,991 

Included in computer equipment are $476,706 and $117,025 of assets under capital lease at 
December 31,1999 and 1998, respectively. 
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Notes to Consolidated Financial Statements 

4. Notes Payable 

Line of Credit 
In September 1998, the Company entered into a line of credit agreement with a financial 
institution under which it could borrow up to $1,000,000. The line of credit was collateralized by 
receivables, equipment and certain real property. The Company repaid the line in full in May 
1999. 

Credit Facility Agreement 
In May 1999, the Company entered into a credit facility with a financial institutiun. The credit 
line allows for up to $5,000,000 to be drawn down subject to a fixmula based on eligible accounts 
receivable cash collections. As additional consideration, the Company granted to the financial 
institution a warrant to purchase 7.5% of the Company’s then outstanding common stock (see 
Note 5). 

In December 1999, the credit facility was amended and increased to $9,000,000 and can be 
increased up to $12,000,000 upon the Company meeting certain financial perfbrmatlce 
benchmarks. As additional consideration, the Company granted the financial institution warrants 
to purchase an additional 5.5% of the Company’s outstanding common stock (see Note 5). At 
December 31,1999, $6,000,000 of Notes were drawn down under the hcility. The Notes mature 
on April 30,2002. The Notes bear interest at a variable rate selected by the borrower equal to 
prime rate plus 7% per annum or the adjusted LIBOR plus 8.5% per mu. In addition, there is 
6.5% of interest that is deferred. The deferred interest is not payable in the event that the lendor 
exercises the warrant referred to above. 

The Company incurred origination fees of $395,000, which have been recorded as a defened 
asset and are being amortized over the life of the loan. The Company also pays annual 
commitment fees of 0.5% on the unused amount of the facility. At December 31, 1999, the . 
Company was eligible to draw an additional $1,300,000 under the facility based on the value of 
eligible accounts receivable cash collections. 

The credit facility is collateralized by receivables, inventkies, equipment and certain real 
property and is guaranteed by certain stockholders, but is subordinate to capitalized lease 
obligations. Under the terms of the agreement, the Company is required to maintain certain 
financial conditions, number of access lines and level of customer turnover. The agreement also 
prohibits the Company from incurring certain additional indebtedness, limits certain investments, 
advances or loans and restricts substantial asset sales, capital expenditures and cash dividends. 

At December 31,1999, the Company was in violation of the covenant to h v e  customer turnover 
percentage below a certain level, for which they obtained a waiver of default fiom the applicable 
lender on June 26,2000. In addition, on June 26,2000, the covenants related to the number of 
access lines and level of customer turnover were modified to make them less restrictive. 

-.. 
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Plotas to Consolidated Financial Statements 

5. Warrants 
In May 1999, in connection with the execution of the May 1999 credit facility agrement, the 
Company granted fully vested warrants to the financial institution. Upon exercise of the warrant, 
the financial institution may acquire 187.5 shares (7.5%) of the Company’s issued and 
outstanding shares of no par value, common stock at an exercise price of $.01 per share. The 
wanant is exercisable through April 2009. If the warrant is exercised, the financial institution 
shall forgo the collection of deferred interest which is accruing on the outstanding balance of the 
debt at a rate of 6.5%. At December 31,1999 the deferred interest on the debt was approximately 
$15 1,193. 

In December 1999, as a result of the amendment of the credit facility agreement, the Company 
issued additional warrants to the Iendor to acquire up to 157.62 shares (5.5%) of the Company’s 
issued and outstanding no par common stock At December 3 1, 1999, 114.63 shares of no par 
value common stock relating to this amendment had vested. The remaining 42.99 shares vest 
only upon the increase in the availabIe line of credit to $12 million. The wamnt is exercisable 
through April 2009. 

The grant of the warrants was considered for accounting purposes to be an additional debt 
issuance cost. The fair value of the warrants on the date of issuance was recorded as a defened 
asset and is being amortized into the statement of operations as interest expense over the life of 
the Notes. 

6. Related Party Transactions 
Generd and administrative 
The Company received legal and consulting services fiom a firm in which an executive officer of 
the Company is a principal stockholder. These expenses aggregated approximately $212,000, 
$163,000 and $110,250 in 1999,1998 and 1997, respectively. 

During 1997, the Company expensed approximately $60,500 of legal fees paid to officers of the 
company. 

Capital Contriiutions 
During 1998 and 1997, certain officers performed services for the Company for which they were 
not compensated. Such contributions are not recorded in the financial statements. 

~ 

Common stock redisrtribution 
During 1997 and 1998,161.29 and 34.56 shares of common stock were granted to officers of the 
Company. At the date of each grant, no additional shares of the Company stock were authorized 
to be granted. Accordingly, each existing stockholder made a pro-rata constructive transfer to the 
officers. The Company recorded compensation expense for the fair value of the redistriiuted 
shares. 

In 1999,3.85 shares of vested common stock were returned to the Company in connection with a 
severance agreement. The returned shares were redistniuted on a pro-rata basis to the existing 
shareholders. The Company recorded a credit for the amount of compensation expense 
previously recognized in connection with the initial grant of these shares. 



* Man k attan Te 9 ecom m u n i cat l ons Cops rat is n an d S u bs id larks 12 
Motes to Consolidated Financial Statements 

7. Income Taxes 

The Company accounts for income tax under the provisions of SFAS No. 109, "Accounting for 
Income Taxes". SFAS 109 requires an asset and liability approach that requires the recognition 
of deferred tax assets and liabilities for the expected future tax consequences of events that have 
been recognized in the Company's financial statements. The Company had approximately 
$2,144,500 and $1,278,000 of net operating loss caq6orwards for federal income tax purposes at 
December 31, 1999 and 1998, respectively. The net operating loss caq40rwards will begin to 
expire in the year 2016 if not utilized. The Company has recorded a valuation allowance equal to 
the net deferred tax assets at December 31, 1999 and 1998, due to the uncertainty of future 
operating results. The valuation allowance will be reduced at such time as management believes it 
to be more likely than not that the net deferred tax assets will be realized. 

The components of the net deferred tax asset as of becember 3 1, 1999 and 1998 consist of the 
following: 

1999 1998 
Deferred tax assets: 

Net federal and state operating loss cany€tnwards $ 1,486,421 $ 757,263 
Property and equipment 3,741 
Allowance for doubtfid accounts 671,221 68,973 
Gross deferred tax asset 2,157,642 829,977 

Deferred tax liabilities: 
Property and equipment 

Less: Valuation allowance 

Net deferred tax asset 

(271,533) 

(1,886,109) (829,977) 

- -_ 
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I Notes to Consolidated Financial Statements 

I 8. C o d t m e n b  

Operating and Capital leases 
The Company leases office facilities and equipment under operating leases expiring through 
2009. The company also leases telephone and other office equipment under capital leases 
expiring through 2001. Future minimum lease payments due under noncancellable operating 
leases and capital leases were as follows: 

Year ending December 3 1, 
2000 
200 1 
2002 
2003 
2004 
T h m d e r  
Total minimum lease payments 
Less: amount representing interest 
Present value of future rninimum lease payments 
Less: current portion 
Capital lease obligations, net of current portion 

Operating Capital 

$ 758,548 $ 263,023 
648,487 122,288 
495,813 - 
456,041 - 
471,703 - 
1,991,556 - 

!t 4,822,148 385,311 .~ 

(44.1 83) 
. I  I 

34 1,128 
(23 1,051) 

$ 110,077 

Rent expense for the years ended December 31, 1999, 1998 and 1997 was approximately 
$222,000, $1 10,000 and $1 10,000, respectively. 

In March 2000, the Company entered into a new operating lease for additional office space. 
Future minimum lease payments under this lease aggregate approximately $1,945,000. 

Employment agreements 
In the normal come of business, The Company has entered into employment agreements with 
certain of its officers. I These agreements call for aggregate payments ova the next four years of 
$375,000 per year. Upon attaining certain pe&ormance requirements, these individuals are 
eligible for a defined bonus. 

General and administrative 
In April 1999, the Company entered into a three-year agreement to receive legal services fiom a 
related party. Under the terms of this agreement, the Company is required to pay weekly fees of 
$4,000 (see Note 6). 

- -_  
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t 9. Contingencies 
Litigation 
There are various claims, lawsuits and pending actions against the Company incidental to the 
operations of its business. It is the opinion of management, after consultation with counsel, that 
the ultimate resolution of such claims, lawsuits and pending actions will not have a material 
adverse effect on the Company's h m c i d  position, results of operations or liquidity. 

Other 
The Company is subject to state public utilities commission, Federal Communications 
Commission and court decisions as they relate to the interpretation and implementation of the 
Telecommunications Act, the mterpretation of CLEC mtercormection agreements in general and 
the Company's interconnection agreements in particular. In some cases the Company may be 
bound by the results of ongoing proceedings of these bodies or the legal outcomes of other 
contested interconnection agreements that are similar to the Company's agreements. The 
Company cannot estimate the effkct, if any, of these proceedings. 

10. Subsequent events 
On May 22,2000 the Company amended its Certificate of Incorporation to increase the number 
of authorized shares of common stock fiom 2,500 to 5,000. Concurrently, the Company declared 
a stock dividend of 0.085 of a share of common stock for each share of common stock 
outstanding. 

In March of 2000, the Company drew down an additional $2,000,000 of its available credit 
facility. 
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As At 
h c .  31,2000 

. 

&%laS 
5,235,850 

21 9,787 

5.629.506 
631 3,847 
597.862 

17,038,018 

4" 

12,205.751 

931256 
191.500 

207,028 
9,5ooD,ow 

.) 

23,041,535 

671,572 

- 
9,872,116 
(6.142731) 

(10,404,473) 

(6,875,069) 

17,038,018 

Unaudited - For Management Purposes Only 



TwehreMos. 
End 12/31/09 

I 
Manhattan Tdewrnmunlcaffons 
c o n a d i i  Statement d Operations 

Fkvenues 47,164,341 

0per;nting costs and e%penses 

I 

I 

Cost of revenues mQ= 53% 
Selling, general and administtative 26,116,639 55% 

EBITUA (4,054,663L -9% 

Depredation & hortkation 1,164,958 ' 2% 

Total operating cost and WP. 51,219,003 

Interestexpense 1,448,820 3% 
irrtercrst A m o r t l r a t i o n  3Imz32 8% 

Net lass (10,404,473) &&SIVPZZ% 

... . . 

5 .  

TOTRL P.83 


